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1 . WE SUGGEST THE FOLLOWING AS A REPLY TO INDUSTRIES 
SECRETARY MAJIDUL HAQ'S INVITATION FOR A FORMAL USG RESPONSE 
TO THE LEGAL POSITIONS STATED IN HIS JUNE 25, 1976 LETTER 

AND TO THE CONCERNS OF THE GOVERNMENT OF BANGLADESH 
EXPRESSED IN REFTEL (C) PARA. 3 AND REFTEL (D) PARA. 1A. 

IF EMBASSY PERCEIVES NO DIFFICULTIES WITH TEXT, PLEASE 
DELIVER AS A LETTER TO HAQ. 

2. ADDRESSED TO INDUSTRIES SECRETARY MAJIDUL HAD WITH 
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TO YOUR LETTER DATED JUNE 25, 1976 REGARDING THE CLAIM FOR 
COMPENSATION FILED WITH THE GOVERNMENT OF BANGLADESH BY 
BELBAGCO, INC. ("BELBAGCO") IN CONNECTION WITH ITS JUTE 
MILL LOCATED AT NARAYANGANJ AND TO THE INVITATION YOU 
EXTENDED ON AUGUST 2, 1976 THAT THE UNITED STATES GOVERN- 
MENT REPLY THERETO. 

- THE SUBJECT OF THIS CLAIM FOR COMPENSATION, AS THE 
GOVERNMENT OF BANGLADESH HAS REPEATEDLY ACKNOWLEDGED TO 
U.S. EMBASSY OFFICIALS AND REPRESENTATIVES OF BELBAGCO, 

IS THE NATIONALIZATION OF PROPERTY BENEFICIALLY OWNED BY 
A U.S. FIRM. AT THE TIME OF THE NATIONALIZATION, THE 
BANGLADESH FABRIC CO., LTD. (BFC) WAS EXCLUSIVELY OWNED 
BY BELBAGCO, INC., A CORPORATION ORGANIZED UNDER THE LAWS 
OF THE STATE OF DELAWARE AND HAVING ITS PRINCIPAL OFFICE 
IN THE CITY OF BELTON, STATE OF SOUTH CAROLINA, U.S.A. 

- THE STATEMENT IN YOUR JUNE 25, 1976 LETTER, THAT 
BELBAGCO QUOTE SHOULD BE ABLE TO GET DIVIDENDS AND 
EXERCISE OTHER RIGHTS UNQUOTE IN RESPECT OF ITS INVEST- 
MENT IN BFC SUGGESTS THAT BELBAGCO HAS SUFFERED NO LOSS 

ON ACCOUNT OF THE ACTIONS OF THE GOVERNMENT OF BANGLADESH. 
THIS IS PLAINLY CONTRARY TO FACT. BFC IS NOW OWNED, 

MANAGED AND OPERATED BY AND FOR THE EXCLUSIVE BENEFIT OF 
THE GOVERNMENT OF BANGLADESH, TO THE ABSOLUTE EXCLUSION 
OF BELBAGCO'S FORMER RIGHT TO EXERCISE CONTROL OVER THE 
COMPANY AND TO OTHERWISE DERIVE THE BENEFITS OF ITS 
OWNERSHIP IN THE JUTE MILL LOCATED AT NARAYANGANJ. 

- NOTWITHSTANDING THE MANNER IN WHICH THE BANGLADESH 
GOVERNMENT CHOSE TO EFFECT THE NATIONALIZATION, THEREFORE, 
THE BANGLADESH GOVERNMENT HAS AN OBLIGATION UNDER INTER- 
NATIONAL LAW TO PAY PROMPT, ADEQUATE, AND EFFECTIVE COM- 
PENSATION TO BELBAGCO OR ANY SUCCESSOR TO ITS RIGHTS. 

THE U.S. GOVERNMENT CANNOT ACCEPT A DISTINCTION BETWEEN 
THE SEIZURE OF THE COMPANY'S ASSETS AND THE SEIZURE OF 
ITS SHARES AS GROUNDS FOR AVOIDING THIS OBLIGATION. 
COMPENSATION IS DUE FOR THE PROPERTY TAKEN. AS YOUR 
GOVERNMENT IS AWARE, U.S. STATUTES WHICH PROVIDE AUTHORI- 
TY FOR CERTAIN ECONOMIC PROGRAMS CONTAIN PROVISIONS THAT 
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REQUIRE THE U.S. GOVERNMENT TO WITHHOLD THE BENEFITS OF 
THESE PROGRAMS, UNLESS THERE IS REASONABLE PROGRESS 
TOWARD PAYMENT OF FAIR COMPENSATION TO U.S. CITIZENS FOR 
PROPERTY NATIONALIZED BY HOST GOVERNMENTS. 

MOREOVER, THE CHALLENGE TO LIABILITY BY YOUR GOVERN- 
MENT FOR PAYMENT OF COMPENSATION WITH RESPECT TO THE 
BELBAGCO CLAIM IS DIRECTLY CONTRARY TO THE FUNDAMENTAL 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


PREMISE UPON WHICH THE OVERSEAS PRIVATE INVESTMENT COR 
PORATION (OPIC) EXCHANGED NOTES WITH THE GOVERNMENT 
OF BANGLADESH ON JANUARY 17 AND 20, 1975, RELATING TO 
U.S. INVESTMENT GUARANTEES AND INSURANCE IN BANGLADESH. 

IN THAT EXCHANGE OF NOTES MR. A.B.M. GHULAM MOSTAFA 
RECOGNIZED OPIC'S POSITION AS POTENTIAL SUBROGEE OF 

THE BELBAGCO CLAIM AND UNDERTOOK TO NEGOTIATE OR ARBITRATE 
QUOTE ANY DIFFERENCES BETWEEN THE TWO GOVERNMENTS 
CONCERNING THE COMPENSATION FOR THE NATIONALIZED ASSETS 
OF BELBAGCO UNQUOTE. OPIC HAS SETTLED THE CLAIM BY 
BELBAGCO AND ACCORDINGLY WILL SUFFER DIRECT LOSSES, IF 
YOUR GOVERNMENT MAINTAINS THE POSITION STATED IN YOUR 
JUNE 25, 1976, LETTER AND REFUSES TO HONOR ITS 
COMMITMENT TO NEGOTIATE OR ARBITRATE THE AMOUNT OF 
COMPENSATION DUE FOR BFC IN ACCORDANCE WITH THE EXCHANGE 
OF NOTES. 

- ON THE BASIS OF THE FOREGOING, THE U.S. GOVERNMENT 
REQUESTS THAT YOUR GOVERNMENT PAY THE AMOUNT OF COMPEN- 
SATION DUE IN REGARD TO BFC, AS SPECIFIED IN THE CLAIM 
FILED BY OPIC'S PREDECESSOR IN INTEREST, OR BEGIN 
NEGOTIATING WITH OPIC AS TO APPROPRIATE COMPENSATION. 

END TEXT. KISSINGER 
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